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SUMMARY 

In  1960,   about  18  percent  of  the  total  feed  used  by  cattle  and  sheep  on  western  ranches  with 
grazing  permits  was  obtained  from  public  lands.     The  dependency  of  a  ranch  on  these  lands  as  a 
source   of  feed  varied  among  ranching  area  and  locality.     In  general,   the   proportion  of  feed 
obtained  from  public  lands  varied  directly  with  the  length  of  the  grazing  period. 

Budgets  of  costs  and  returns  for  85  representative  ranches--69  cattle  and  16  sheep--were 
developed  to  determine  what  effects  different  levels  of  grazing  fees  and  a  20-percent  reduction 
in  use  of  public  lands  would  have  on  ranch  incomes.     The  budgets  of  the  representative  ranches 
varied  widely  among  both  cattle  and  sheep  ranches.     The  net  income  of  about  a  sixth  of  them  was 
$10,  000  or  more.     On  the   other  hand,   the   gross  income  of  another   sixth  of  the   ranches   did  not 
cover  their  cash  operating  costs,    depreciation,   and  a  return  for  the  labor   of  the   operator  and 
his  family.     Net  ranch  incomes    generally  were  highest  in  the  Intermountain,    Northern  Great 
Plains,  and  Northwest  areas  where  ranches  were  relatively  large  and  production  rates  were  high. 

Total  costs  per  animal  unit  for  operating  cattle  ranches  were  about  equal  in  each  of  the 
ranching  areas.  But  total  unit  costs  were  substantially  lower  on  the  larger  ranches.  Cash  costs 
per  animal  unit  were  about  70  percent  of  total  costs  on  the  smaller  cattle  ranches  and  about  8 
percent  of  the  total  on  the  larger  ranches.  Noncash  costs  per  animal  unit  on  large  sheep  ranches 
were  lower  than  on  smaller  ranches,  but  total  costs  were  higher  except  on  those  ranches  having 
more  than  650  animal  units.  In  general,  sheep  ranches  obtained  lower  rates  of  return  on  invest- 
ments than  cattle  ranches.  The  regional  ratio  of  total  cost  to  gross  income  was  about  the  same 
for  the  cattle  and  sheep  ranches,   about  84  percent. 

In  1960,    grazing  fees  were  about  5  percent  of  cash  operating  expenses   on  the   cattle   and 
about  3  percent  on  the   sheep   ranches.     If  the  1960   rate  of  grazing  fees  had  been  increased  20 
cents  per  animal-unit  month,   the  average  net  ranch  income  would  have  been  reduced  $256  (from 
$4,361    to  $4,  105)   on  the   cattle   ranches.     Net  income   of  individual   ranches   would  have  been 
reduced  $25  to  $1,  699  for  cattle  and  $8  to  $3,  137  for  sheep  ranches. 

Increases  in  grazing  fees  would  have  the  greatest  impact  on  the  larger  ranches  and  on  the 
ranches  that  have  yearlong  grazing  permits.     Larger. increases  in  grazing  fees   would  hav 
proportionate   effect  on  net  ranch  income.     A  20-cent  increase  in  1960  grazing  fees  would  have 
reduced  the  average  net  income  of  budgeted  cattle  ranches  almost  6  percent  and  of  sheep  ranches 
almost  9  percent.    An  80-cent  increase  in  fees  would  reduce  incomes  24  and  35  percent,  res: 
tively.     These  reductions   would  amount  to  about  95  cents  per  animal  unit  for  the  cattle  i 
and  $1.  18  per  animal  unit  for  the  sheep  ranches  for  each  20-cent  increment  in  grazing  fees 
animal-unit  month. 

The  short-run  effect  on  net  ranch  income  ofa  20-percent  reduction  in  grazing  use  o 
land  was  evaluated  for  59  of  the  cattle  ranches  and  for  15  of  the  sheep  ranches.     If,    as 
in  this  study,    ranchers  would  have  no  alternative  but  to  keep  fewer  animals  after  such  a 
tion,   the  average  net  income   of  the   cattle  ranches  would  be  reduced  $1,019  and  the  average 
net  income  of  the  sheep  ranches,    $2,  113.     Reduction  of  net  ranch  income  of  the  individual 
ranches  varied  from  $33  to  $11,  850  and  of  the  individual  sheep  ranches  from  $72  to  $8,  914. 

\ 

Because  some   changes  in  the  use  of  land   would  bo  associated   with  reductions  .  .-•.•- 

mitted  use,   three  cattle  ranches  could  raise  their  income  by  increasing  their  crop  sa  t  s. 
amount  of  net  income    reduction  on  each   cattle   or   sheep    ranch  would  be  dire, 
dependence  of  the  ranch  on    Federal  range   grazing  in   each   season  of  the   grazin 
impact  was   greatest  on  the  ranches  with  yearlong  grazing  permits  and  on  the  larger  ranches. 
The  loss  in  net  income  that  might  be  caused  by   reducing  the  size  of  the  herd  after  a  20-p 
reduction  in  the  grazing  permit  averaged  $4.  15  per  animal  unit  for  the  budgeted  i 
and  $4.  12  for  the  budgeted  sheep  ranches. 


When  a  grazing  privilege  is  reduced,  a  rancher  loses  the  use  of  some  public  rangeland 
forage.  In  the  short  run  he,  as  an  individual  rancher,  may  compensate  for  this  loss  by  renting 
other  range,  pasture,  or  cropland;  by  buying  feeds  or  additional  land;  or  by  reducing  the  size  of 
his  livestock  herd.  The  best  course  of  action  differs  among  ranchers,  and  depends  on  the  indi- 
vidual circumstances  and  opportunities.  Obviously,  a  large  number  of  ranchers  could  not 
quickly  rent  or  buy  additional  land. 

In  this  study,   only  the  alternative  of  reducing  the   size  of  the  herd  was   analyzed.     It  was 
assumed  that  a  rancher  would  have  to  adjust  to  a  20-percent  reduction  in  grazing  privileges  by 
the  beginning  of  the  next  grazing  season.     He  would  do  so  by  reducing  the  number  of  animals  in 
his  herd  in  the  same  proportion  as  animals  are  removed  from  Federal  range,   and  the  possible 
compensating  adjustments  in   grazing  and  feeding  as   animals   are   removed  from  the  livestock 
inventory.     (In  actual  practice,   a  rancher  is  often  given  more  than  1  year  in  which  to  adjust  his 
ranching  operation.)    Usually,   the  amount  of  the  reduction  in  livestock  inventory  would  be  less 
than  the   reduction  in  grazing  privileges  because  for   each  animal  removed  from  the  inventory 
(sold)  an  equivalent  amount  of  other  feed  becomes  available  for  the  remaining  animals. 

Thus,   in  the   short  run,   the   full  impact  of  increased   fees   and   reduced  use  of  the   range 
would  be   reflected  in  higher  costs  and  reduced  incomes  of  ranchers  because  they  would  not  be 
able  to  make  rapid  enough  adjustments  in  their  ranching  operations . 

In  the  long  run,    ranch  income  might  be  supported  by  improved  production  practices  which 
would  increase  the  productivity  of  the  owned  and  leased  ranges.     These  production  adjustments 
could  increase  the  average  carrying  capacity  of  ranges  and  pastures.     The  weights  and  grades 
of  the  animals  grazed  could  alsobe  affected.    Another  way  many  ranchers  mightmeet  increased 
costs   would  be  by  enlarging  the  size  of  their  ranching  operations.    The  costs  and  returns  of 
these  various  alternatives  were  not  compared  with  the  net  income  effect  of  a  reduction  in  live- 
stock inventory  or  the  cost  of  increased  grazing  fees.    However,  any  program  of  land  improve- 
ment and  cropping  alternatives  would  be   restricted  by  the  soil,   moisture,   and  topography  of 
each  ranch,  by  the  climate  of  each  ranching  locality,   and  by  costs  involved. 

If  ranchers  cannot  regain  their  temporary  losses  in  income  through  such  measures,  adjust- 
ments in  the  capital  structure  of  the  ranches  will  follow.  Federal  range  is  normally  used  in 
conjunction  with  private  pasture,  cropland,  or  water  resources.  The  profit-producing  capacity 
of  the  entire  ranch  is  capitalized  in  the  private  property  part  of  it.  Eventually,  if  incomes  con- 
tinue to  decline  through  increases  in  grazing  fees  or  reductions  in  grazing  privileges,  the  value 
of  ranch  property,   notably  land,   will  also  decline. 
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EFFECTS  OF  CHANGES  IN  GRAZING  FEES  AND  PERMITTED  USE  OF  PUBLIC 
RANGELANDS  ON  INCOMES  OF  WESTERN  LIVESTOCK   I  ES 


INTRODUCTION 

The  study  reported  here  evaluates  the  economic  effects  of  alternative  levels  of  grazing  fees 
and  grazing  privileges  on  the  organization  and  net  income  of  cattle  and  sheep  ranches  that  use 
Federal  grazing  lands  in  the  Western  States.     The  organization  and  financial  structure  of  se- 
lected western  livestock  ranches  are  examined,   and  budgets  of  costs  and  returns  for  represe: 
tive  ranching  systems  are  developed.     The  records  of  operation  of  individual  ranches  and  of  their 
budgets  provided  a  basis  for  the  analysis  of  interrelationships  between  grazing  fees  and  grazing 
permits  and  other  important  factors  affecting  costs  and  returns  on  western  ranches. 

In  view  of  their  statutory  responsibilities  for  management  of  public  rangelands  and  recent 
statements  of  public  policy,    the  Bureau  of  Land  Management  and  the  Forest  Service  need  research 
evaluations  of  the  impact  of  changes  in  grazing  fees  and  grazing  privileges  on  ranch  organization 
and  income.     These  agencies  and  ranchers  need  reliable  information  on  how  the  use  of  Federal 
rangeland  complements  the  organization  and  operation  of  western  cattle  and  sheep  ranches,    and 
how  administrative  changes  in  use  of  Federal  range  are  likely  to  affect  the  operations  and  the 
net  incomes  of  ranchers. 


Importance  of  Public  Grazing  Land 

Many  livestock  ranchers  in  the  West  depend  on  public  grazing  land.     The  Bureau  of  Land 
Management  and  the  Forest  Service  have  the  authority  to  permit  livestock  grazing  on  the  land 
under  their  jurisdiction  and  to  charge  ranchers  a  fee  for  this  grazing  right.     For  the  1960  graz- 
ing season,   western  ranchers  paid  the  Bureau  of  Land  Management  for  16,  953  grazing  pen 
and  9,  848  grazing  leases  and  the  Forest  Service  for/6,  483  permits.     Under  these  permits  and 
leases,    ranchers  paid  to  graze  4.4  million  head  of  cattle  and  9.9  million  head  of  sheep  on  1 
million  acres  of  Federal  land  administered  by  the  Bureau  of  Land  Management  and  an  estimate! 
91  million  acres  in  the  National  Forests.     In  addition,    several  million  head  of  calves  and  lambs 
under  6  months  of  age  were  grazed  free.     The  number  of  ranchers  who  had  paid  for  grazing  per- 
mits is  somewhat  less  than  the  number  of  permits  issued  because  many  ranchers  obtain* 
mits  from  both  agencies. 

In   1960,    Federal  rangelands  provided  24  million  animal-unit  months  of  food.     Tl 
about  18  percent  of  the  total  feed  units  used  by  cattle  and  sheep  on  ranches  with 
The  relative  importance  of  Federal  range  as  a  source  of  feed  varies  conside] 
ing  areas  and  localities.     In  general,    the  proportion  of  feed  obtained  from  publi< 
directly  with  the  duration  of  the  gra  ;ing  period  and  with  the  proportion  of  tin 
on   Federal  range.     For  example,    a  ranch  using  National   Forest  ranges  for  3  m  s< 

obtained  22  percent  of  its   feed  from  public  Land;  another  ranch  using  Bureau  of  1  and  Manage- 
mcnl   rangelands  Cor  6  months  during  spring,    summer,   and  fall  obtained  50  per 
from  public  land;  and  ranches  with  yearlong  grazing  permits  obtaine< 
year's   feed   from  publicly  owned   ranges.      In  addition  to  such  variations  in  use  o 
the  quantity   of  iced  obtained  from  Federal  rangelands  differs  considerably  amor.; 
ranches.      There  are   many   reasons   for  this.      Some  ranches  have  more   croc 

pasture  than  others;  some  own  considerable  rangeland;  and  others  lease  ranges  "es 

from  private  owners  or  non-Federal  public  land  agencies. 


Conditions  of  Use  of  Federal  Rangelands 

The  Forest  Service  administers  the  grazing  on  the  National  Forests.     This   is   done   under 
regulations  promulgated  by  the  Secretary  of  Agriculture  based  on  the  Act  of  June  4,    1897,   and 
other  related  legislation.     The  Bureau  of  Land  Management  administers  the  grazing  on  other 
Federal  lands  as  provided  by  the  Taylor  Grazing  Act  of  1934.     Broad  objectives  in  the  adminis- 
tration and  management     of  grazing  are:     (1)  Conservation  and  improvement  of  the  Federal 
rangelands  to  provide  maximum  sustained  levels  of  livestock  grazing  consistent  with  other  re- 
source uses;  and  (2)  the  allocation  of  grazing  use  to  livestock  producers  under  conditions  which 
will  lend  economic  stability  to  ranching  operations  and  surrounding  local  communities. 

Grazing  on  the  public  lands  is  allocated  to  ranch  operators  on  the  basis  of  certain  qualifica- 
tions. These  include  prior  use  of  the  public  lands  before  they  were  established  as  National  For- 
ests or  Grazing  Districts;  needs  for  additional  forage  to  round  out  a  yearlong  ranching  operation; 
and  ownership  or  control  of  sufficient  base  ranch  property  to  provide  forage  and  feed  for  animals 
during  the  time  they  are  not  grazed  on  Federal  lands.  A  primary  consideration  is  to  obtain  phys- 
ically well-balanced  livestock  units  through  the  combined  use  of  public  and  privately  owned  graz- 
ing lands . 

Ranch  operators  who  qualify  are  issued  grazing  permits  by  the  Bureau  of  Land  Mangement 
or  the  Forest  Service  for  a  term  of  10  years  with  provision  for  renewal.     Both  agencies  provide 
for  transfer  of  permits  with  base  property.     A  permit  by  the  Forest  Service     may  be  exchanged 
with  the  sale  of  permitted  livestock  if  the  prospective  permittee  owns  suitable  base  property  and 
is  otherwise  qualified.     The  permit  specifies  the  number  of  animals  to  be  grazed  on  public  lands 
along  with  the  season  of  use.     It  is  validated  annually  by  paying  a  grazing  fee.     The  amount  of 
grazing  may  be  adjusted  by  the  Federal  agencies  to  the  estimated  sustained  grazing  capacity  of 
the  range.     Permitted  use  may  be  adjusted  by  reducing  the  number  of  animals  allowed  on  the 
range  or  by  shortening  the  grazing  season. 

A  charge  for  grazing  was  instituted  on  the  National  Forests  in  1905  and  on  Federal  lands 
administered  by  the  Bureau  of  Land  Management  in  1936.     The  two  agencies  calculate  their 
fees  somewhat  differently.     The  Forest  Service  uses  a  base  fee  derived  from  an  early  study  of 
lease  rates  on  private  grazing  lands.     Base  fees  were  established  for  local  range  allotments 
after  considering  the  grazing  capacity,    quality  of  forage,   location,   and  other  factors.      Conse- 
quently,  there  are  several  hundred  different  fee  bases  for  either  cattle  or  sheep.     Each  of  these 
is  adjusted  annually  to  reflect  the  previous  year's  average  cattle  or  lamb  prices  in  the  Western 
States . 

The  regular  annual  grazing  fees  charged  by  the  Bureau  of  Land  Management  are   based   on 
the  average  of  cattle  and  lamb  prices  in  the  Western  States  for  the  previous  year.      Under  this 
formula,    fees  per  animal-unit  month  of  grazing  are  the  same  on  all  Grazing  Districts.     Bureau 
of  Land  Management  fees  per  animal-unit  month  in  1960  were  equal  to  the  simple  average  of  the 
previous  year's  prices  for  cattle  and  lambs.     Subsequently,   the  fee  formula  has  been  changed  so 
that  the  average  price  for  cattle  and  lambs  is  multiplied  by  a  factor  of  1.5. 

METHOD  OF  STUDY 
Sampling  Procedures 

The  western  rangeland  region  was  divided  into  eight  ranching  areas:     Northern  Great  Plains, 
Northwest,    California,   Intermountain,    Mountain,    Southern  Intermountain,    Southern  Desert,   and 
Southwest  Desert  (figs.  1  and  2).     These  areas  were  differentiated  on  the  basis  of  similarities  in 
native  vegetation,  climate,  and  systems  of  range-livestock  production.    Within  each  ranching  area 
the  most  common  types  of  ranches  were  selected  for  study .    Ranch  types  were  classified  by  the  fol- 
lowing criteria: 

(a)    Kind  of  livestock  raised--cattle  or  sheep. 
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General  location  of  ranches  studied 
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RANCHING  AREAS  OF  THE  WEST  AND 
GENERAL  LOCATION  OF  SHEEP  RANCHES  STUDIED 
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SHEEP  RANCH  TYPES: 
A  =  (BLM-F,W,Sp)  (FS-S) 
B=(BLM-F,W,Sp)  (FS-S) 
C  =  (BLM-Y)  (FS-O) 
D  =  (BLM-Sp,F)  (FS-S) 
E=(BIM-Y)  (FS-O) 
F  =  (BLM-Sp)  (FS-O) 


LEGEND: 

-I— I—   Boundary  btlwitn  ranching  areas. 
General  location  of  ranches  studied 


U    S    DEPARTMENT  OF  AGRICULTURE 


NEG.  ERS  1196-62(6)  ECONOMIC  RESEARCH  SERVICE 


Figure    2 

4 


(b)  Kind   of  permit  on  public  ranges  —  Forest  Service  permit  only,    Bureau  of  Land  Manage- 
ment permit  only,    or  both. 

(c)  Pattern  of  seasonal  use  of  Federal  rangelands--spring,    summer,    fall,   winter,   various 
seasonal  combinations,    or  yearlong. 

(d)  For  ranches  using  Bureau  of  Land  Management  ranges,    a  distinction  was  made  bet. 
ranges  in  organized  grazing  districts  and  those  outside  these  districts  (Section  15  la 

Data  used  for  classifying  and  identifying  types  of  ranches  were  obtained  from  the  files  on 
grazing  leases  of  all  Bureau  of  Land  Management  grazing  districts  and  representative  National 
Forests.     Twenty-seven  types  of  ranches  with  from  one  to  six  sizes  each,    or  a  total  of  85  types 
and  sizes  were  chosen.  1  /      Table  1  lists  the  types  and  sizes  of  ranches  studied. 

Data  for  selecting  the  85  representative  ranches  were  obtained  from  about  700  ranchers  by 
personal  interview  and  from  other  available  sources.     The  ranchers  interviewed  were  selected 
at  random  from  Bureau  of  Land  Management  and  Forest  Service  lists  of  permittees  grouped  by 
the  types  and  sizes  selected  for  study.     These  ranchers  furnished  data  on  livestock  inventories, 
production,    sales,    and  management  practices;  land  resources  used;  seasonal  patterns  of  use, 
yields,   and  carrying  capacities;  labor  used;  investments  in  land  and  improvements,   livestock, 
and  machinery  and  equipment;  and  ranch  operating  expenses.     Data    collected   from   ranchers 
were  supplemented  by  information  from  other  research  projects  and  from  Bureau  of  Land  Man- 
agement and  Forest  Service  files  and  records. 

Procedures  and  Assumptions  Used  in  Ranch  Budgets 

Ranch  budgets  were  used  to  estimate  the  income  for  each  of  the  85  representative  ranches, 
the  factors  affecting  costs  and  returns  and  the  interrelationships  among  the  factors,    and  the  ef- 
fects of  different  levels  of  grazing  fees  and  a  20-percent  reduction  in  grazing  privileges.     Start- 
ing from  20  cents  per  AUM  (animal-unit  month)  and  60  cents  per  AUM  to  represent  the  approxi- 
mate 1961-62  fee  levels  for  Bureau  of  Land  Management  and  Forest  Service  ranges,    the   cost 
and  income  effects  of  successive  increments  in  grazing  fees  of  20  cents  per  AUM  from  1961  -62  levels 
to  levels  of  $1.  00  for  Bureau  of  Land  Management  and  $1.40  for  the  Forest  Service   were    calc    - 
lated.     It  was  assumed  for  this  study  that  the  Bureau  of  Land  Management  and  Forest  Service 
fees  would  increase  simultaneously  at  a  constant  differential  of  40  cents  per  AUM.     In  analyzing 
the  effect  of  a  reduction  in  grazing  privileges,    it  was  assumed  that  the  permitted  number  of  1: 
stock  would  be  reduced  20  percent  at  the  beginning  of  the  next  grazing  season. 

Each  of  the  85  representative  ranches  was  budgeted  as  an  owner-operated  business.     The 
ranch  resources—land,   buildings,    equipment,    fences,    stock  water,    and  grazing  perm:      -- 
production  and  marketing  practices  used  for  each  ranching  situation  budgeted  wore  the 
patterns  reported  in  the  survey.     Enterprises  other  than  range  livestock  and  livestock 
included  in  the  budgets  if  they  were  reported  by  50  percent  or  more  of  the  grou] 
resented.     The  capacity  of  ranch  resources,    including  grazing  permits,    was  assun 
utilized  currently  and  under  the  alternative  conditions  of  a  reduction  in  the  gra  it. 

The  inventory  value  of  each  ranch  was  budgeted  at  the  estimated  1960  market  va 
included  whatever  capitalized  value  the  market  imputed  to  grazing  permits.      The 
was  derived  by  subtracting  the  value  of  other  property.     Buildings   and   equipment    values   v. ( 
straight-line  depreciated  L960  replacement  costs.     Livestock   inventory  values   w 
projected  market  prices  .     The  family  home  was  not  included  in  total  ranch  invostiv 
preciation  and  repair  costs  on  it  were  excluded  from  ranch  expenses.     Only  the  <  s 
business  share  o\'  telephone,   utility,   and  automobile  eosts  were  included  in  the  budgets. 


1/    Definition  of  si   >   of  ranch  is  on  page 


Area,  type  of  ranch,  and 

Number  of 

Type 

of  BLM 

grazing  pattern  1/ 

sizes  2/ 

permit  3/ 

California 

Cattle: 

(BLM-0)(FS-S) 

:            4 

None . 

(BLM- Sp,S) (FS-0) 

:             2 

Section 

15. 

(BLM-Sp,S,F)(FS-0) 

:             2 

Section 

15. 

(BLM-Sp,S,F)(FS-S) 

1 

Section 

15. 

Intermountain 

Cattle: 

(BLM-S) (FS-0)* 

:      4 

Section 

3. 

(BLM-Sp,F)(FS-S)* 

:       3 

Section 

3. 

(BLM-Sp,S,F)(FS-0) 

:       3 

Section 

3. 

(BLM-Sp,S,F,W)(FS-0) 

:       3 

Section 

3. 

(BLM-F,W,Sp)(FS-S) 

3 

Section 

3. 

(BLM-S)(FS-S)* 

:      1 

Section 

3. 

Sheep: 

(BLM-F,W,Sp)(FS-S) 

2 

Section 

3. 

(BLM-F,W,Sp)(FS-S) 

:       6 

Section 

3. 

Mountain 

Cattle: 

(BLM-0)(FS-S) 

2 

None . 

(BLM-Sp,F)(FS-S) 

3 

Section 

3. 

Northern  Great  Plains 

Cattle: 

(BLM-Y)(FS-0) 
Sheep: 

(BLM-Y)(FS-0) 

3 

Section 

3. 

2 

Section 

3. 

Northwest 

Cattle: 

(BLM-0)(FS-S) 

3 

None . 

(BLM-Sp,F)(FS-0) 

3 

Section 

3. 

(BLM-Sp,F)(FS-S) 

3 

Section 

3. 

Sheep: 

(BLM-Sp,F)(FS-S) 

2 

Section 

3. 

Southern  Desert 

Cattle: 

(BLM-Y)(FS-0) 

3 

Section 

3. 

Southern  Intermountain 

Cattle: 

(BLM-0)(FS-S) 

2 

None. 

(BLM-0) (FS-Y) 

3 

None. 

(BLM-Y) (FS-0) 

3 

Section 

3. 

(BLM-F,W,Sp)(FS-S) 

3 

Section 

3. 

Sheep: 

(BLM-Y) (FS-0) 

2 

Section 

3. 

Southwest  Desert 

Cattle: 

(BLM-Y) (FS-0) 

4 

Section 

3. 

(BLM-Y) (FS-0) 

4 

Section 

15. 

(BLM-F,W,Sp)(FS-0) 

1 

Section 

3. 

(BLM-W,Sp,S)(FS-S)* 

1 

Section 

3. 

(BLM-W)  (FS-0)* 

2 

Section 

3  and  15. 

Sheep: 

(BLM-Sp)(FS-0)* 

2 

Section 

15. 

1/   BLM  =  Bureau  of  Land  Management;  FS  =  Forest  Service;  Sp  =  spring;  S  =  summer; 
F  =  fall;  W  =  winter;  Y  =  yearlong;  0  =  none. 

2/    Size  of  ranch  is  equal  to  the  average  number  of  equivalent  livestock  feed-consum- 
ing units  on  ranch. 

J3/  Section  3  =  privileges  on  lands  in  organized  grazing  districts.   Section  15  =  lands 
outside  organized  grazing  districts. 


"These  types  are  in  or  partly  in  California  (figs.  1  and  2) 


The  amount  of  labor  used  on  the  ranch  was  estimated  as  the  typical  situation  reported  in  the 
survey.     Hired  labor  was  valued  at  local  rates  reported  for  1960.     Operators'  labor  was  valued 
at  the  rate  of  a  full-time  hired  man.     Family  labor  was  valued  at  equivalent  hired  labor  rates. 
For  the  small  ranches  on  which  operator  labor  requirements  were  less  than  full  time,    the  opera- 
tors' wage  was  adjusted  accordingly. 

The  projected  U.S.   prices  used  in  the  budgets  were  developed  by  the  Farm  Production 
Economics  Division,    U.S.   Department  of  Agriculture,    for  use  in  this  and  other  research  studies. 
Comparable  projected  prices  were  developed  for  the  Omaha  livestock  market  for  cattle  and  the 
Ogden  livestock  market  for  sheep  (table  2).     From  these  two  price  bases,   the  price  projections 
were  adjusted  to  ranching  areas.     This  was  done  by  relating  the  projected  prices  to  the  ratio  of 
1953-6C  average  prices  on  the  base  market  to  the  prices  for  the  same  period  at  a  centrally  lo- 
cated market  in  each  ranching  area.     The  prices  were  then  adjusted  to  each  locality  within  each 
area  by  subtracting  out  an  allowance  for  marketing  and  transporting.     Seasonal  prices  were 
determined  by  relating  the  1953-60  average  prices  for  each  month  to  the  1953-60  average  annual 
price.     The  marketing  practices  and  time  of  marketing  used  for  each  type  of  ranch  included  in 
the  study  were  the  typical  patterns  found.     In  addition  to  the  estimates  of  gross  receipts  based  on 
projected  prices,   the  1953-60  average  prices  for  each  locality  were  used  to  show  the  effect  price 
changes  have  on  net  ranch  income.     These  gross  income  comparisons  were  made  for  each  of  the 
ranches  in  California  and  Southern  Intermountain  ranching  areas  and  for  a  few  of  the  Intermoun- 
tain  ranches.     Production  expenses  were  based  on  local  1960  prices  for  materials,    services, 
taxes,    and  insurance.     Interest  on  operating  capital  was  charged  at  the  annual  rate  of  6  percent 
for  an  average  time  of  6  months. 

REPRESENTATIVE  CATTLE  AND  SHEEP  RANCHES 

The  budgets  of  the  85  representative  cattle  and  sheep  ranches  varied  widely  among  both  cattle 
and  sheep  ranches  in  investment  and  costs  and  returns.     The  net  ranch  incomes  of  about  a  sixth 
of  the  budgeted  ranches  were  $10,  000  or  more.     On  the  other  hand,   the  gross  incomes  of  another 
sixth  of  the  ranches  did  not  cover  the  costs  of  operation.     Some  highlights  of  the  economic  status 
of  a  cross  section  of  the  range  livestock  industry  are  discussed  here.     More  details  on  production, 
investment,    and  costs  and  returns  are  summarized  in  budgets  for  each  of  the  69  cattle  and  16 
sheep  ranches  in  tables  18  and  19. 

Size  of  each  budgeted  ranch  is  equal  to  the  average  number  of  equivalent  livestock  feed-con- 
suming units  on  the  ranch.     That  is,    ranch  size  was  determined  by  converting  the  number  of  head 
of  sheep  or  cattle  and  other  livestock  of  each  representative  ranch  to  feed-unit  equivalents 
ing  with  the  January  1  livestock  inventory  and  continuing  to  December  31,    summing  the  fee;:  re- 
quirement totals  for  each  month,    and  dividing  this  total  by  \2.2l    Each  budgeted  ranch  is  not  an 
actual  ranch.     It  is  a  composite  of  the  land,   livestock,    grazing  permit,    and  organizational  fea- 
tures of  ranches  of  that  size  and  type  in  the  ranching  area.     Land,   livestock,    investmt 
ranch  organization  of  the  budgeted  sheep  and  cattle  ranches  were  determined  on  a  modal  ranch 
basis  for  each  type  of  grazing  permit  in  each  ranching  locality  sampled. 

Ranch  Investment 


The  capital  investment  at  1960  market  prices  in  land,    buildings,    equipment,    and  lives 
on  the  representative  ranches  ranged  from  about  $15,  000  on  a  28  animal-unit  Southern 


2/    In  determining  total  and  seasonal  teed  requirements,    the  following  standards  of  animal-unit 
equivalents  were  adopted:     Mature  cow,  1 .  0;  long  yearling,  0.  8;  weaned  calf,  0.6;unwea  '.  0.4: 

pregnant  heifer,    1.0;  bull,    1.25;  5  mature  sheen,    1.0;  and  a  mature  horse.    1.5.     These  anim 
unit  standards  were  based  on  feeding  standards.      The  animal-unit  weights  were  modified 
ranching  area  when  sample  data  and  secondary   data   indicated  a  difference   existed   :":■■ 
standard. 


Table  2. --Prices  per  hundredweight  for  cattle  and  sheep,  by 
grades,  at  Omaha,  Nebr. ,  and  Ogden,  Utah,  average  1953-60, 

1960,  and  projected  1/ 


Kind,  weight,  and  grade 
of  livestock 


Omaha  Market 

Cows,  all  weights: 

Commercial 

Utility 

Bulls,  all  weights: 

Utility - 

Feeders  and  stockers: 

Steers,  500  to  800  pounds: 

Choice 

Good 

Heifers,  500  to  700  pounds: 

Choice 

Medium  and  Good 

Good  and  Choice  calves, 
300  to  500  pounds: 

Steers 

Heifers 


Ogden  Market 

Spring  lambs,  Good  and  Choice 

Lambs,  Good  and  Choice  3/ 

Feeder  lambs,  Good  and  Choice 
Ewes,  Cull  and  Utility 


1953-60 
average 


1960 


Projected 
2/ 


Dollars    Dollars 


15.08 
13.64 


15.60 


16.43 
15.31 


18.18 


Dollars 


14.50 
13.00 


14.80 


24.04 
21.34 

26.61 
23.99 

23.00 
20.50 

21.23 
17.78 

24.16 
20.76 

20.25 
16.80 

25.19 
22.07 

28.41 
25.71 

24.00 
21.00 

20.38 

21.25 

22.23 

18.55 

18.25 

19.34 

17.46 

17.00 

17.95 

3.77 

3.75 

4.15 

1/  Simple  average  of  monthly  prices. 

~ll   The  projected  prices  at  Omaha  were  adjusted  to  each  ranching 
locality  by  multiplying  the  projected  prices  by  the  ratio  of  the 
1953-60  prices  at  a  centrally  located  market  in  the  region,  i.e., 
Stockton,  Calif.,  to  the  1953-60  average  Omaha  prices. 

3/   Includes  average  price  of  spring  lambs  May  through  September, 


Intermountain  sheep  ranch  to  more  than  $]  million  on  a  1,  485  animal-unit  Southwest  Desert 
cattle  ranch  (tables  18  and  19).     About  40  percent  of  the  69  cattle  ranches  and  about  ',  --nt 

of  the  16  sheep  ranches  had  a  total  investment  of  $150,  000  or  more  (table  3).     On  cattle  ranch 
land  represented  about  half,    buildings  and  equipment  about  a  fourth,    and  livestock  about  a  fourth 
of  the  total  investment.    On  sheep  ranches,   the  investment  in  land  was  a  slightly  larger  prop-     - 
tion  and  the  investment  in  buildings  and  equipment  was  a  slightly  smaller  proportion  of  thi 

Current  investments  in  cattle  and  sheep  ranching  are  high.     We  assumed  that  the  1960 
market  value  of  the  property  represented  the  investment  in  the  business  upon  which  a  return 
should  be  earned  that  is  comparable  to  alternative  business  opportunities.     The  budgets  of  costs 
and  returns  in  ranching  (that  are  discussed  later  in  this  report)  show  that  on  most  of  the  ranches 
cash  income  exceeded  cash  expenses.     These  budgets  also  show,   however,    that  income  from 
ranching  is  less  than  that  from  other  businesses  if  each  production  resource  other  than  manage- 
ment is  charged  for  at  the  current  prices. 

Some  ranchers  have  lower  investment  costs  than  was  assumed  in  this  study  because  they 
bought  or  inherited  property  before  recent  increases  in  land  values.     They  apparently  remain  in 
ranching  by  sacrificing  an  opportunity  to  sell  their  land  and  to  invest  the  money  where  returns 
are  higher.     Another  possibility  is  that  all  returns  were  not  accounted  for  in  this  analysis. 
Ranching  is  not  just  a  business  of  producing  livestock.     Ranchers  as  landowners  are  also  inves- 
tors expecting  capital  gains.     Where  land  is  held  for  appreciation,    some  of  the  rancher's  invest- 
ment costs  might  be  properly  charged  against  holding  the  land  for  speculation. 

The  average  investment  per  animal  unit  was  about  $575  on  the  budgeted  cattle  and  about 
$415  on  the  budgeted  sheep  ranches.    Investment  per  animal  unit  was  higher  on  small  than  on 
large  ranches.     It  was  progressively  and  substantially  smaller  for  ranches  up  to  about  250  ani- 
mal units.     Among  larger  cattle  ranches,   investment  per  animal  unit  decreased  further  but  at  a 
lesser  rate.     The  average  rate  of  decrease  in  investment  on  cattle  ranches  having  between  5 
and  250  animal  units  was  about  95  cents  per  animal  unit.     Above  250  animal  units,    the  average 
rate  of  decrease  was  about  14  cents  per  animal  unit.     For  a  50  animal-unit  cattle  ranch,    the 
average  investment  per  animal  unit  was  $710;  for  a  250  animal-unit  ranch,    $520;  and  for  a  60 
animal -unit  ranch,    $471. 

The  investment  per  animal  unit  on  sheep  ranches  differed  from  that  of  cattle  ranches  in  two 
respects.     The  rate  of  decrease  from  small  to  large  sheep  ranches  was  less  and  the  size  of  ranch 
at  which  the  decrease  in  rate  leveled  off  was  larger—about  660  compared  with  250  animal  units 
on  cattle  ranches.     The  average  rate  of  decrease  in  investment  on  sheep  ranches  which  had  ft 
than  660  animal  units  was  about  39  cents.     Above  660  animal  units,    it  was  only  about  5  cei 
for  each  additional  animal  unit.     The  average  investment  of  a  230  animal-unit  sheep  ranch   v. 
$570;  of  a  660  animal-unit  ranch,    $400;  and  of  a  1,  700  animal-unit  ranch,    S355. 

Ranches  in  the  mountain  areas  and  in  northern  States  need  a  substantia  ge  of  cr 

especially  hayland,   in  the  base  property  to  produce  winter  feed.     These  ranches 
investment  in  buildings  and  equipment  than  those  in  the  southern  ranching  areas.     How  eve 
southern  ranches  require  more  land  per  animal  unit  because  of  the  lower  productivity 
range  and  yearlong  grazing.     Consequently,    total  investment  per  animal  unit  for 
and  sizes  of  cattle  and  sheep  ranches  is  about  the  same  in  each  of  the  eight  ranchi 

Costs  and  Returns  on  Cattle  Ranches 

Production  Costs 

Total  costs  per  animal  unit  for  operating  cattle  ranches  o(  the  same  size  wer 
in  each  of  the  eight  ranching  areas.     But  total  unit  costs  were  subs  tan  1 

ranches  (table  4).      ("ash  costs  per  animal  unit  were  about  70  percent  of  ler 

ranches  and  about  ><!0  percent  of  the  total  on  the  larger  ranches.     The  larger  r 
ticularly  on  depreciation  per  animal  unit.    Generally,   the  buildings,    machinery, 
needed  for  a  250-400  animal-unit  ranch  is  also  adequate  for  even  larger  ranches. 
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Table   4. --Costs   per  animal   unit   on   69   representative   cattle   ranches, 
by    size    of   ranch,    Western   Region,    1960 


Size  of  ranch  in 

Costs  per  animal  unit 

animal  units 

Cash    ;  Noncash  J./;    Total 

Dollars     Dollars     Dollars 

42.00       18.50       60. 
32.27       11.73       44.00 
31.24       11.76       43.00 
32.44        9.56       42.00 
27.00        5.50       32.50 

151  to  250 

251  to  450 

451  to  650 - 

1/   Depreciation   on  buildings,    equipment,    and   purchased   livestock    and   death    loss 
of~ purchased    livestock. 

Cash   costs  per  pound  of  beef  cattle  produced  were  not  so  directly  related  to  size  of 
ranch  as  were  costs  per  animal  unit  (table  5).     The  cattle  ranches  with  the  lowest  cost  per  pound 
were  about  evenly  divided  between  small,    medium,   and  large  ranches.     But  increasing  cash  costs 
per  pound  of  beef  cattle  produced  were  directly  associated  with  ranches  in  successively  smaller 
sized  classes.     The  relatively  high  costs  per  animal  unit  was  offset  by  relatively  high  production 
per  animal  unit  on  some  of  the  small  ranches. 

Table   5. --Number  of   cattle   ranches   with   specified   cash   costs   per  pound   of  beef 
cattle   production,    by   size   of   ranch,    Western  Region,    1960    1/ 


Size   of   ranch   in 
animal   units 


Number   of   ranches   having   costs   per  pound   of- 


8-10 
cents 

J10.1-12 
[    cents 

;i2.i-i4 

1  cents 

;14.1-16 

;  cents 

;16.1-18 

I  cents 

;l8.l-20 

;  cents 

Number 

Number 

Number 

Number 

Number 

^er 

8 
6 
7 

3 
7 
4 

6 
2 
2 

9 
3 

9 



5 

3 









Less  than  200 
200  to  399--- 
400  to  599--- 
600    and   over- 


1/   Excludes    a   1,495    stocker- feeder   cattle   ranch   in    the    Southwest   Desert 


Cash  costs  per  pound  were  lowest  in  the  Northwest  area  .it  10.  1  cenl 
est  in  the  California  area  at  13.3  cents  per  pound.     Cash    costs   wore    84    percent    .. 
costs  16  percent  of  total  costs.     Total  costs  averaged  83.6  percent  of  the  gross  ranch  i 

Net  Ranch  Income  _3/ 

Net  ranch  incomes  were  between  $2,  000  and  $6,  000  on  about  40' 
cattle  ranches  (table  G).     Two  cattle  ranches--a  1,960  animal-unit  Intermoui 


3/   Cross  income  Less  cash  costs,   depreciation,   and  death  less  of  purcha 
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1,  495  animal-unit  Southwest  Desert  raneh--had  net  incomes  of  more  than  $20,  000. 

generally  were  highest  in  the  Intermountain  and  the  Northern  Great  Plains  areas. 

comes  of  ranches  in  those  areas  averaged  $6,  127  and  $6,  841  per  ranch,    respectively.     Lai 

than  average  size  of  ranches  and  higher  than  average  production  rates  were  the  main  reasons 

for  the  higher  incomes  in  those  areas.     The  average  net  incomes  in  the  Northwest  and  the  Sout    - 

west  Desert  areas  were  almost  as  high.     Incomes  were  lowest  in  the  California  area  ($1,  2 

and  the  Southern  Desert  area  ($1,  237). 

Twelve  cattle  ranches  had  negative  ranch  incomes.     These  ranches  averaged  84  animal 
units  per  ranch  with  a  range  in  size  from  34  to  177  animal  units.     Three  of  these  ranches  are 
in  California,    4  in  the  Intermountain,    3  in  the  Southern  Intermountain,    and  2  in  the  Southern 
Desert  area.     Eight  ranches  had  negative  incomes  less  than  $1,  000,    and  4  had  negative  incomes 
more  than  $1,  000. 

When  the  ranches  were  grouped  by  size,   those  with  150  animal  units  and  less  had  an  aver- 
age net  ranch  income  of  $430;  those  with  151  to  400  animal  units,    $3,  010;  those  with  401  to  6 
animal  units,    $7,469;  and  those  with  more  than  650  animal  units,   $14,  360. 

The  above  net  ranch  incomes  were  budgeted  at  1960  costs  and  with  the  locally  adjustec 
projected  livestock  prices  shown  in  table  2.     To  show  the  effects  of  changes  in  the  prices  for 
beef  cattle,    34  representative  cattle  ranches  in  the  California,    Intermountain,    and  Southern 
Intermountain  areas  were  also  budgeted  with  the  average  prices  in  1953-60,   which  were  some- 
what higher  than  the  projected  prices  (table  7).     The  higher  prices  per  pound  for  various  classes 
and  grades  of  cattle  increased  gross  income  of  the  selected  cattle  ranches  by  about  4  percent, 
which  is  about  the  same  as  the  percentage  increase  in  price.     However,    the  percentage  increase 
in  gross  ranch  income  was  generally  more  on  large  than  small  cattle  ranches  because  of  greater 
total  production  and,    consequently,    the  greater  total  weight  sold.     The  larger  ranches  genera 
sold  proportionately  more  yearlings  than  calves. 

Return  on  Investment 

The  average  rate  of  return  on  investment  on  the  69  cattle  ranches  was  2  percent.     It  va 
from  -4.  2  to  6.9  percent.     About  half  the  ranches  earned  between  1  and  3  percent  (table 
About  17  percent  earned  over  4  percent.     Another  17  percent  had  negative  returns  on  inves 
All  ranches  with  negative  returns  had  less  than  200  animal  units,     ^s  many  small  as  la: 
ranches  earned  a  return  over  4  percent. 

Costs  and  Returns  on  Sheep  Ranches 

Production  Costs 

Cash  costs  per  animal  unit  on  budgeted  sheep  ranches  did  not  decrease  as  size  of  r 
increased  as  they  did  on  cattle  ranches.     Reason  for  this  was  that  variations  in  sysl  ranch- 

ing,   such  as  shed  lambing  and  winter  range  operations,    were  more  important  than  - 
in  affecting  cash  costs  (tables  9  and  10).     Noncash  costs  per  animal  unit,    however,    wen 
on  the  large  ranches.     Put  these  costs  were  not  low  enough  to  keep  total  costs  from  tr 
upward  with  size  of  ranch,    except  for  ranches  having  more  than  650  animal  units. 

The  large  sheep  ranches  had  high  costs  per  animal  unit  for  sever  sons.     In  th< 

mountain  area  where  sheep  ranches  are  Large,    the  rate  of  feeding  is  relatively  h 
of  the  feeding  period  is  relatively  long,    and  hired  labor  eosts  are  high.      Uth 
ranches  in  the  Southwest   Desert  have  limited  acreages  of  owned  land  and  ranch 
and  equipment   are  not  comparable  to  those  on  the  northern  sheep   ranches 
high  because  of  high  Labor,    feed,    and  land  rental  eosts.      The  small  ranches    • 
Intornuuinlain  area   require  Little  hired   labor  and  use  less  purchased   feed,  an  re. 
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Table  7, --Average  annual  prices,  1953-60,  and  projected  prices  per  hundredweight 
for  cattle,  Stockton,  Calif.,  and  Omaha,  Nebr.  1/ 


Livestock  class,  grade,        : 

Omaha  prices 

Stockton  prices 

and  weight              : 

Average  :.Proiected 
1953-60  -rroJeci:ea 

Average  '    .   .  , 
;  1953-60  Ejected 

Cows,  all  weights:                      : 

Dollars   Dollars   Dollars   Dollars 
15  08     14.50     15.87     15.26 

13.64     13.00     14.38     13.70 

Bulls,  all  weights: 

15  60     14.80     16.42     16.15 

Feeders  and  stockers: 

Steers,  500  to  800  pounds: 

24.04     23.00     22.62     21.64 

21.34     20.50     20.99     20.16 

Heifers,  500  to  700  pounds: 

•   21.23     20.25     19.96     19.04 

■   17  78     16.80     18.33     17.86 

Good  and  Choice  calves, 
300  to  500  pounds: 

•   25  19     24.00     23.05     21.96 

•   22.07     21.00     20.79     19.78 

1/  This  table  illustrates  the  area  adjustment  of  the  Omaha  projected  prices  and 
the  use  of  the  1953-60  local  central  market  average  prices. 


Table  8. --Number  of  representative  cattle  ranches  having  selected  rates  of  return 
on  investment  categories,  by  size  of  ranch,  Western  Region,  1960 


Size  of  ranch  in 
animal  units 


Ranches  with  returns  that  were-- 


Negative 

:   Less 
:  than  1 
:percent 

1-2  ; 

percent ] 

2-3   ; 
percent \ 

3-4  ; 
percent \ 

4-5   ; 
percent ) 

Over  5 
percent 

Number 

Number 

Number 

Number 

Number 

Number 

Number 

9 

1 

1 

0 

0 

1 

3 

3 

2 

3 

3 

1 

1 

1 

0 

1 

4 

7 

0 

1 

0 

0 

1 

0 

1 

2 

0 

0 

0 

0 

4 

3 

0 

1 

0 

0 

0 

0 

2 

3 

0 

1 

0 

1 

2 

0 

1 

0 

1 

0 

0 

0 

0 

0 

0 

1 

0 

0 

1 

0 

0 

0 

0 

0 

0 

0 

1 

0 

1 

0 

Less  than  100 

100  to  199 

200  to  299 

300  to  399 

400  to  499--- 

500  to  599 --- 

600  to  799 --- 

800  to  999-- 

1,000  to  1,499 

1,500  to  1,999 

Total 


12 


15 


17 


14 


Table  9. --Costs  per  animal  unit  on  16  representative  sheep  ranches, 
by  size  of  ranch,  Western  Region,  1960 


Size  of  ranch  in 
animal  units 


Cash  costs 


Noncash 
costs  1/ 


Total 
costs 


Less  than  150 

151  to  250 

251  to  400 

401  to  650 

651  and  over- 


Dollars 

35.80 
49.00 
52.85 
53.65 
50.75 


Dollars 

17.80 
16.00 
13.50 
15.90 
7.40 


Dollars 

53.60 
65.00 
66.40 
69.55 
58.20 


1/   Depreciation  on  buildings,  equipment,  and  purchased  livestock  plus  death 
loss  of  purchased  livestock. 

Table  10. --Number  of  sheep  ranches  having  specified  cash  costs  per  pound  of 
meat  and  wool  production,  by  size  of  ranch,  Western  Region,  1960 


Size  of  ranch  in 
animal  units 


Ranches  with  cash  costs-' 


8-10 

1C 

).l- 

12 

.1- 

14.1- 

:  i6.i- 

18.1- 

Over 

cents 

:i2 

cents 

.14 

cents 

,16  cents 

,18  cents 

20  cents 

20  cents 

No. 

No. 

No. 

No. 

No. 

No. 

No. 

1 

1 

0 

0 

0 

0 

0 

0 

1 

2 

2 

0 

0 

0 

0 

1 

1 

1 

0 

0 

0 

0 

0 

0 

2 

1 

2 

1 

Less  than  200- 

200  to  399 

400  to  599 

600  and  over- 


Cash  costs  per  pound  were  lowest  in  the  Southern  Intermountain  area,    at  11.5 
pound,    and  highest  in  the  Southwest  Desert  area,    at  18.9  cents  per  pound.     Cash  costs 
percent  and  noncash  costs  15  percent  of  total  costs.     Total  costs  averaged  84.4  perc 
sales  for  the  16  sheep  ranches  budgeted. 

Net  Ranch  Income  4/ 

The  distribution  of  the  16  budgeted  sheep  ranches  by  net  ranch  income  intervals  is 
in  table  11.     About  40  percent  of  the  ranches  were  in  the  $6,  000  to  $10.  000  income  inten 
Two  large  ranches  in  the  Intermountain  area  had  net  ranch  ineeir.es  of  mere  than  $20,  000 
(table  19). 

Ranches  in  the  Intermountain,    Northwest,    and  Northern  Great  Plains  areas  had  ' 
average  net  incomes  per  ranch--$l  1 ,  4120.    $6,399,    and  $5,  542,    respectively,      rhe  s 
in  the  Southern  Intermountain  area  averaged  net  incomes  of  $80  and  those  in  the   Southv 


4/    Gross  income  less  cash  eosts,   depreciation,   and  death  loss  of  purchased  livestock. 


15 


Table  11. --Number  of  representative  sheep  ranches  in  selected  ranch  income 
categories,  by  ranching  area,  Western  Region,  1960 


Ranching 
area 


Negative 
incomes  of; 
less  than 
$500 


Positive  incomes  of-- 


Tf^s    : $1,000- : $2,000- : $4,000- : $6,000- : $10, 000- 
•$1,999  ;$3,999  '.$5,999  :$9,999  ;$20,000 


11,0 


Over 
$20,000 


Intermoun tain- 
Northern  Great 
Plains 

Northwest 

Southern 
Intermoun- 
tain 

Southwest 

Desert 

Total 


Number        Number   Number      Number      Number      Number      Number        Number 


Desert  area  $762.     The  high  average  net  income  of  the  Intermountain  area  was  primarily  due  to 
the  large  size  of  the  ranches.     Those  in  the  Northwest  and  Northern  Great  Plains  had  relatively 
high  rates  of  production  per  animal  unit.     The  low  ranch  income  of  the  Southern  Intermountain 
sheep  ranches  was  due  to  both  small  sizes  of  ranches  and  low  production  rates.     For  example, 
wool  production  per  animal  unit  on  these  ranches  was  about  30  pounds  compared  with  50  pounds 
on  the  Intermountain  area  ranches.     The  Southwest  Desert  sheep  ranches  were  large;  they  had 
the  highest  rates  of  production  per  animal  unit,   but  high  cash  costs  caused  total  production  costs 
to  be  the  highest  of  the  sheep  ranches  budgeted. 

Return  on  Investment 

The  rate  of  return  on  investment  on  the  sheep  ranches  varied  from  -4.0  to  4.5  percent. 
The  average  rate  of  return  on  investment  was  2.6  percent.     Two  ranches  earned  between  2  and 
3  percent,    four  between  1  and  2  percent,   and  two  between  4  and  5  percent.     A  73  animal-unit 
ranch  in  the  Southern  Intermountain  area  had  a  negative  return  (table  12).     A  ranch  in  the 
Northwest  area  with  220  animal  units  had  the  highest  rate  of  return. 

In  general,    sheep  ranches  obtained  lower  rates  of  return  on  investment  than  cattle  ranches. 
None  of  the  budgeted  sheep  ranches  obtained  more  than  a  5-percent  return,   whereas  7  budgeted 
cattle  ranches  had  a  return  of  more  than  5  percent. 

SHORT-RUN  EFFECTS  OF  INCREASES  IN  GRAZING  FEES 

Grazing  fees  are  a  direct  operating  cost  of  running  a  ranch  the  same  as  cash  paid  as  rent 
for  leased  land  or  for  purchased  feed.     In  the  short  run,    an  increase  in  grazing  fees  would  be 
fully  reflected  in  higher  total  operating  costs  of  a  ranch  because  no  significant  changes  would 
be  made  quickly  in  the  management  or  financial  structure  of  the  ranch  as  an  adjustment  to  the 
higher  costs. 
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Table  12. --Number  of  sheep  ranches  with  selected  rates  of  return  on  ir.    :ment, 
iize  of  ranch,  16  representative  vzestern  sheep  ranches,  IS 


by   s: 


Size   of   ranch   in 
animal  units 


Less 
than   1 
percent 


1.0-1,9 
percent 


2,0-2.9 
percent 


3.0-3.9 
percent 


'-.    -     . 
percenc 


Less    than   200- 

200   to   399 

400   to   799 

800   to   999 

1,000   to   1,499 

1,500   to   1,999 

2,000   and   over 

Total 


Number 
1 
0 
0 
0 
0 
0 
0 


Number 
0 
0 
0 
0 
1 
0 
0 


Number 
1 
1 
0 
0 
0 
1 
1 


Number 
0 
1 
1 
0 
0 
0 
0 


Number 
0 
1 
3 
: 
o 
l 

0 


iu::.  o  e  r 
0 
2 
0 
0 
0 
0 


Any  change  in  the  amount  of  cash  operating  costs  of  a  ranch  which  would  accompany  an  in- 
crease in  grazing  fees  would  differ  among  ranches  according  to  the  number  and  length  of  time 
the  operator's  livestock  were  grazed  on  the  Federal  ranges. 

In  1960,    grazing  fees  on  Bureau  of  Land  Management  ranges  were  about  20  cents  per  ani- 
mal-unit month  and  on  Forest  Service  ranges  about  60  cents.     These  fees  constituted  4.6 
cent  of  the  cash  operating  costs  on  cattle  ranches  and  2.93  percent  on  sheep  ranches, 
fees  are  a  smaller  percentage  of  total  cash  costs  on  sheep  than  on  cattle  ranches  becaus 
costs  are  higher  on  the  sheep  ranches.     Another  reason  for  the  smaller  figure  is  that  sh 
ranchers  use  the  Bureau  of  Land  Management  ranges  which  have  lower  fees.     In  1960.    the  r 
tion  between  grazing  fees  and  total  cash  costs  among  budgeted  ranches  varied  considi 
The  percentages  ranged  from  1  to  20  percent  on  cattle  ranches  and  from  less  than  I 
about  5  percent  on  sheep  ranches. 

The  effect  of  progressively  greater  increases  in  grazing  fees  on  operating  costs  is  ill 
trated  in  table  13.     The  increased  costs  associated  with  each  of  four  levels  of  tecs 
for  two  types  of  Intermountain  cattle  ranches  of  several  typical  sizes.     One  typ< 
mits  issued  by  both  Federal  agencies,    while  the  other  has  permits  from  only  the 
Management.     The  projected  changes  in  fees  were  at  20-cent  intervals  from  the  I960  r 
cents  per  animal-unit  month  charged  by  the  Bureau  of  1  and  Management  and  the  a\ 
per  animal-unit  month  charged  by  the   Forest  Service. 

If  the  1960  rate  of  grazing  fees  were  increased  20  cents  per  animal-unit  month,    the  ave 
net  ranch  income  would  be  reduced  $256  (from  $•',  361  to  $4,  105)  on  the  cattle  ranches. 5 
reduction  in  average  net   ranch  incomes  on  sheep  ranches  would  he  $519  (from  $5,9-1 


j>/     In  computing  the  regional  average  of  net  ranch  income,   cattle  ran  the  So 

mountain  and   the  Southern   Desert  areas  were  grouped. 
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Table  13 .--Additional  operating  costs  associated  with  4  levels  of  increase  in 
grazing  fees  on  2  types  of  Intermountain  cattle  ranches,  1960 


Type  of  ranch,  and  size 

of  ranch  in  number  of 
animal  units  1/ 


Additional  operating  costs  with 
increase  in  grazing  fees  of- -3/ 

20  cents;  40  cents)  60  cents]  80  cents 


Number 


Dollars   Dollars   Dollars   Dollars 


BLM  and  FS  permits 
(BLM-Sp,F)(FS-S) : 

104  AU 

263  AU 

650  AU 

BLM  permit  only 
(BLM-S)(FS-0) : 

122  AU--- - 

321  AU 

557  AU-- 

881  AU 

1,960  AU--- 


355 

73 

146 

219 

292 

797 

164 

328 

492 

656 

286 

471 

942 

1,413 

1,884 

525 
1,203 
1,998 
2,934 
8,250 


108 
248 
412 
604 
1.699 


216 

496 

824 

1,209 

3,398 


324 

743 

1,236 

1,812 

5.097 


432 

992 

1,648 

2,416 

6.096 


1/  Type  of  ranch  is  defined  by  grazing  patterns  on  Federal  range 
S  =  summer;  F  =  fall;  0  =  none. 
2/  Animal-unit  months. 
3/  Includes  interest  of  6  percent  for  6  months. 


Sp   =   spring; 


The  average  reductions  would  vary  considerably  among  ranching  areas  (table  14).  The  impact 
of  increases  in  grazing  fees  would  be  greatest  on  large  ranches  in  the  Intermountain  area,  which 
depend  heavily  on  seasonal  Eureau  of  Land  Management  and  Forest  Service  ranges,  and  in  the 
Southern  areas,  which  have  yearlong  grazing.  Reductions  in  net  ranch  incomes  with  a  20-cent 
fee  increase  would  vary  from  $25  to  $1,  699  for  cattle  ranches  and  from  $8  to  $3,  137  for  sheep 
ranches. 

The  pattern  of  changes  in  net  ranch  income  on  the  budgeted  cattle  and  sheep  ranches  with  a 
20-cent  and  an  80-cent  increase  in  grazing  fees  is  shown  in  table  15.     A  20-cent  increase  in  graz- 
ing fees  increased  the  costs  of  about  80  percent  of  the  cattle  ranches  and  about  63  percent  of  the 
sheep  ranches  less  than  $500.     However,    an  80-cent  increase  in  grazing  fees  increased  the  costs 
of  67  percent  of  the  cattle  ranches  and  80  percent  of  the  sheep  ranches  more  than  $500. 

Fee  cost  differences  in  1960  average  fees  existed  among  the  budgeted  sheep  and  cattle 
ranches.     Two  principal  reasons  for  this  were  (1)  differences   in  the   animal-unit   months   of 
Federal  range  grazing  and  (2)  differences  in  the  fees  charged  by  the  two  Federal  land  agencies. 
Since,   however,   the  cost  to  the  ranches  of  the  grazing  fee  increases  is  not  affected  by  the  type 
of  permit  held,   the  increased  fee  costs  vary  mainly  by  ranch  size.     Grazing  fees   averaged 
about  $1.40  per  animal  unit  in  livestock  inventories  on  the  cattle  ranches  and  about  $1.60   on 
the  sheep  ranches  in  1960.     Each  20-cent  increase  in   grazing  fees  would  increase   costs   on 
cattle  ranches  about  $0.95  and  on  sheep  ranches  about  $1.  18  per  animal  unit. ^3/ 

A  20-cent  increase  in  grazing  fees  would  reduce  average  net  income  on  cattle  ranches  5.9 
percent  and  average  net  income  on  sheep  ranches  8.  7  percent.    Four  20-cent  increases  in  grazing 


6/    The  cattle  ranches  have  an  average  grazing  permit  of  4.7  AUM's  per  animal  unit  and  the 
sheep  ranches  have  an  average  grazing  permit  of  5.  8  AUM's  per  animal  unit. 
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Table  14. --Reduction  in  net  ranch  income  on  representative  ranches  associated  with 
specified  increases  in  grazing  fees,  by  ranching  area,  Western  Region,  1960 


Ranching  area 


Cattle  ranches  with 
increase  per  AUM  of-- 


'20  cents 

;   80  cents 

Dollars 

Dollars 

96 
414 
183 
122 
131 

385 

1,655 
730 
487 
523 

317 

1,269 

530 

2,118 

Sheep  ranches  with 
increase  per  AUM  of- 


20  cents 


80  cencs 


California 

Intermountain >■-- 

Mount  a in 

Northern  Great  Plains 

Northwest 

Southern   Desert    and            \ 
Southern   Intermountain  J 
Southwest   Desert . 


Dollars 


1,515 


167 
259 


1/133 


Dollars 


6,060 

666 
1,036 


1/532 


1/   Includes   2    Southern   Intermountain   sheep   ranches 


fees,   an  increase  of  80  cents,   would  reduce  average  net  incomes  23.5  percent  and  34.9  percent, 
respectively.     Starting  with  the  12  cattle  ranches  with  negative  incomes  at  1960  average  fees, 
about  tw©  additional  cattle  ranches  would  have  negative  net  incomes  with  each  20-cent  fee  in- 
crease.    Approximately  one  additional  sheep  ranch  would  have  a  negative  net  income  with  each 
20-cent  increase  in  grazing  fees.     Ranches  not  covering  costs  at  the  80-cent  grazing  fee  increase 
level  had  less  than  150  animal  units  on  the  cattle  ranches  compared  with  1,714  animal  units  on  the 
sheep  ranch. 

SHORT-RUN  EFFECT  OF  A  20-PERCENT  REDUCTION  IN  PERMITTED  USE 

When  grazing  is  reduced,    a  rancher  loses  the  use  of  some  public  range.     In  the  short-run 
he,    as  an  individual  rancher,    may  compensate  for  this  loss  by  renting  other  range,   pasture,    or 
cropland;  by  buying  feeds  and  additional  land;  or  by  reducing  the  size  of  his  livestock  herd.    The 
best  course  of  action  differs  among  ranchers,    and  depends  on  the  individual  circumstances  and 
opportunities.     Obviously  a  large  number  of  ranchers  could  not  quickly  rent  or  buy  additional 
land. 

In  this  study  only  the  alternative  of  reducing  the  size  of  the  herd  was  ana  It  was 

sumed  that  a  rancher  would  have  to  adjust  to  a  20-percent  reduction  in  permitted  use  by  the  be- 
ginning of  the  next  grazing  season,    and  that  he  would  do  so  by  reducing  the  number  of  anim 
in  his  herd.  7/ 


7/   Generally,   reductions  in  permitted  use  are  initiated  by  the  Federal  land  agencies  as  in 
vidual  cases,    and  normally  do  not  affect  all  permittees  in  a  local  area.      Uso,    a  rancher  us 
has  more  than  1  year  (up  to  3  years)  in  which  to  adjust  his  ranching  operation.     Since   I  ye 
might  be  the  actual  case,   and  because  of  the  extent  of  coverage  of  ranching  o  :is.    it  w 

found  necessary  to  simplify  the  analysis  by  telescoping  the  time  period  that  might  be  invo 
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The  size  of  the  reductions  in  number  of  animals  in  the  herd  would  be  closely  related  to  the 
extent  of  dependency  upon  Federal  range  for  grazing.     The  greatest  reduction  in  the  herd  would 
generally  occur  when  the  grazing  permit  is  yearlong.     The  effect  of  a  20-percent  reduction  in 
public  land  grazing  use  on  the  size  and  composition  of  the  herd  on  three  types  and  siz^  ali- 

fornia  and  Intermountain  cattle  ranches  is  shown  in  table  16. 

Table  16. --Effect  of  a  20-percent  reduction  in  permitted  grazing  use  on  January  1 
inventory  numbers  of  cattle,  3  sizes  and  types  of  cattle  ranches,  California 
and  Intermountain  ranching  areas 


January  1  inventory 

by  class  of 

livestock 


263  animal  unit 
(BLM-Sp,F) 
(FS-S)  1/ 


Before  *  After 


11  animal  unit 
(BLM-S) 
(FS-0)  2/ 


Before  '  After 


177  animal  unit 
(BLM-Sp,S,F) 
(FS-0)  3/ 


Before  *  After 


Number    Number 


Number 


Number        Number 


Number 


Cows 

Heifers 

Replacement   heifers- 
Yearlings 

Bulls 

Horses 


149 

133 

500 

453 

100 

92 

26 

23 

90 

81 

13 

12 

31 

27 

92 

83 

14 

13 

19 

17 

243 

218 

41 

38 

9 

8 

22 

20 

4 

4 

6 

4 

12 

12 

4 

4 

1/   Grazing  permit  was   reduced   184.5    animal-unit  months   of   grazing. 
1/   Grazing  permit  was    reduced   588   animal-unit  months    of   grazing. 
~3/   Grazing  permit  was   reduced   87.5   animal-unit  months    of   grazing. 

The  effect  on  net  ranch  income  of  a  20-percent  reduction  in  permitted  use  was  evaluated 
for  59  of  the  69  representative  cattle  ranches  and  15  of  the  16  representative  sheep  ranches. 
The  average  net  income  on  the  cattle  ranches  in  1960  was  $4,  148  and  on  the  sheep  ranches, 
$5,  943.     If,    as  assumed  in  this  study,    the  ranchers  would  keep  fewer  animals  after  a  20-percent 
reduction  in  permitted  grazing  on  the  Federal  range,    the  average  net  income  of  the  59  cattle 
ranches  would  be  reduced  $1,  019  and  of  the  15  sheep  ranches  $2,  113.     Or,   net  incomes  would  be 
reduced  about  25  percent  on  the  cattle  ranches  and  36  percent  on  the  sheep  ranches.     The  greater 
average  effect  for  the  sheep  ranches  is  influenced  by  their  greater  average  size.       About  44 
percent  of  the  sheep  ranches  budgeted  have  more  than  650  animal  units  compared  with  10 
of  the  cattle  ranches. 

Among  the  ranching  areas,   the  reduction  in  average  net  income  would  be  from  $ 
Mountain  area  to  $2,  267  in  the  Intermountain  area  for  the  cattle  ranches  and  from 
Southern  Intermountain-Southwest  Desert  area  to  $5,423  in  the  Intermountain  area  for  sh< 
ranches.     The  loss  in  net  ranch  income  that  might  have  been  caused  by  the  20-percen1 
in  the  grazing  permit  averaged  $4.  15  per  animal  unit  for  the  cattle  ranches  and  $4.  12 
unit  for  the  sheep  ranches.     Five  additional  cattle  ranches,    a  total  of  17,    would  not  cover 
with  the  20-percent  permit  reduction.     It  did  not  cause  the  net  ranch  income  of 
ranches  to  be  negative. 

Not  all  the  ranches  would  have  a  loss  in  net  ranch  income.     Cash  cost  reductions  and  in- 
creased grain  sales  would  enable  three  cattle  ranches  to  increase  their  net  ranch  incon 
largest  increase  was  $170,    after  animals  were  eliminated  from  the  herd. 

In  general,    the  amount  by  which  net  incomes  of  individual  ranches  would  be  reduced  was 
closely  related  to  size  of  ranch  and  number  of  animal  unit  months  in  the  grazing  permit. 
example,    the  highest   percentage  reduction  in  net   ranch   incomes  would  be  for  c 
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ranches  which  have  more  than  650  animal  units  and  yearlong  grazing  permits.     Animal-unit 
months  of  Federal  range  grazing  do  not,   however,    by  themselves,    adequately  indicate  the  type 
or  degree  of  a  ranch's  dependency  on  Federal  range  forage.     Dependency  is  also  related  to  the 
seasonality  and  the  duration  of  Federal  range  grazing  compared  with  the  seasonality  of  the  graz- 
ing periods  and  the  animal-unit  months  of  grazing  obtained  from  owned  and  leased  land.    Table  17 
shows  the  number  of  representative  cattle  and  sheep  ranches  in  each  ranching  area  on  which  net 
ranch  income  would  be  changed  in  the  specified  amounts  by  a  20-percent  reduction  in  the  per- 
mitted grazing  and  the  assumed  consequent  reduction  in  the  size  of  the  herd. 

LONG-RUN  CONSIDERATIONS  IN  AN  INCREASE  IN  GRAZING  FEES 
AND  A  REDUCTION  IN  PERMITTED  GRAZING 

The  foregoing  discussion  has  assumed  that  in  the  short  run  the  full  impacts  of  increases  in 
grazing  fees  and  a  reduction  in  permitted  use  of  the  range  would  be  reflected  in  higher  costs  and 
lower  incomes  of  ranchers  because  they  would  have  little,    if  any,    opportunities  to  make  adjust- 
ments in  their  ranching  operations.     In  the  long  run,  however,    incomes  might  be  supported 
through  profitable  investments  for  improving  the  base  ranch  property  or  the  range  through  such 
practices  as  reseeding,    fertilizing,   brush  and  weed  control,    fencing  and  water  development, 
which  would  increase  the  productivity  of  the  land.     This  increased  productivity  would  be  reflect- 
ed in  terms  of  higher  birth  rates,   lower  death  losses,   heavier  weights,    and  higher  grades   per 
animal.     Another  way  by  which  many  ranches  might  meet  increased  costs  would  be  by  enlarging 
the  size  of  their  operations.     The  ranch  budgets  developed  in  this  study  indicate  that  a  herd  of 
about  400  or  more  animal  units  is  needed  to  obtain  enough  income  to  cover  operating  costs  and 
to  provide  for  family  living  and  a  return  on  invested  capital  and  management  equivalent  to  that 
which  can  be  earned  in  alternative  business  opportunities.     The  average  size  of  ranches  which 
use  Federal  rangeland  is  about  200  head  of  cattle  on  cattle  ranches  and  between  1,  500  and  2,  000 
head  of  sheep  on  sheep  ranches. 

If  ranchers  cannot  regain  temporary  losses  in  income  through  such  measures  as  mentioned 
above,   and  they  become  permanent,    adjustments  in  the  capital  structure  of  the  ranches  will  follow, 

Since  Federal  range  is  normally  used  in  conjunction  with  private  range  and  pasture,    crop- 
land,   or  water  resources,    and  the  profit-producing  capacity  of  the  entire  ranch  is  capitalized  in 
the  private  property,    continued  loss  of  income  through  increases  in  grazing  fees  or  reductions 
in  the  grazing  permits  would  eventually  lower  the   value  of  the  base  property,    notable  land.     For 
example,    the  first  20-cent  increase  in  grazing  fees  from  I960  levels  could  eventually  reduce  the 
average  value  of  the  budgeted  cattle  ranches  by  $5,  120  ($256  capitalized  at  5  percent)  and  the 
budgeted  sheep  ranches  by  $10,  380. 

The  actual  change  in  the  capital  structure  of  the  ranch,   however,   would  also  depend  upon 
factors  other  than  those  associated  with  net  income  from  livestock  production.     Trends  in  live- 
stock prices,    competitive  uses  of  land,    and  other  environmental  developments  might  tend  to,    or 
more  than,    absorb  the  downward  pressures  of  changes  in  the  levels  of  grazing  fees  and  permitted 
use. 
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